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BAUCUS
SPEECH BEFORE BILLINGS OPTIMIST CLUB
BY SENATOR MAX BAUCUS
MARCH 29, 1983
MONTANA AND THE NATIONAL ECONOMOY
IT'S GOOD TO BE BACK HERE WITH YOU TODAY-
MANY OF YOU HAVE READ THORNTON WILDER' S PLAY, OUR TOWN. ONE
LINE IN THAT PLAY HAS ALWAYS AMUSED ME.
ONE OF THE CHILDREN RUSHES IN WITH A LETTER HE'S JUST
RECEIVED, AND SAYS,
"CAN YOU IMAGINE, I JUST GOT A LETTER ADDRESSED TO ME,
GROVERS
CORNER, NEW HAMPSHIRE, UNITED STATES OF AMERICA, NORTH
AMERICA,
WESTERN HEMISPHERE, EARTH, SOLAR SYSTEM., MILKY WAY GALAXY,
UNIVERSE, MIND OF GOD -- AND CAN YOU IMAGINE, THE LETTER
STILL GOT HEREl'"
Too OFTEN WE MONTANANS ARE LIKE THAT KID. WE FORGET THAT WE
ARE JUST A SMALL PART OF THE WORLD. WE FORGET THAT FORCES FAR
AWAY FROM OUR STATE SHAPE OUR FUTURE.
NOWHERE IS THIS MORE TRUE THAN WITH THE ECONOMY- NEVER
A~
BEFORE HAS THERE BEEN AS MUCH DEBATE IN MONTANA ABOUT THE FUTURE
OF THE ECONOMY.
;~~~~~~~~~~~
MONTANA S ECONOMY FACES SERIOUS PROBLEMS. HIGH INTEREST
RATES HAVE-CRIPPLED THE FARM ECONOMY- A WAVE OF FARM
BANKRUPTCIES THREATENS TO SWEEP OVER MONTANA-
SMALL BUSINESSES ALSO HAVE BEEN C-AUGHT IN THE SQUEEZE. AND
THE TIMBER AND HOUSING INDUSTRIES ARE EVEN WORSE OFF.
THE "BUILD MONTANA PROGRAM IS A VALUABLE FOUNDATION FOR
ECONOMIC RECOVERY. THE SCHWINDEN ADMINISTRATION HAS CONDUCTED A
THOROUGH ANALYSIS OF THE STATE S ECONOMY AND MADE SOLID
RECOMMENDATIONS-
BUT WE CANNOT FORGET THAT WE DO NOT LIVE IN AN ISOLATED
WORLD. NATIONAL AND INTERNATIONAL FORCES ALSO SHAPE OUR FUTURE.
THESE WILL AFFECT ALL OF US WHO ARE CONCERNED ABOUT ECONOMIC
GROWTH-
FISCAL AND MONETARY POLICY
TODAY I WOULD LIKE TO FOCUS ON JUST ONE OF THESE FORCES THAT
CONTROL OUR DESTINY IN MONTANA: INTEREST RATES.
IT'S NOT NEWS TO ANY OF US HERE TODAY THAT MONTANA IS VERY
SENSITIVE TO CHANGES IN INTEREST RATES. A QUICK LOOK AT THE
TIMBER, COPPER AND FARM INDUSTRIES TELLS US THAT.
f
3
REAL INTEREST RATES ARE HIGHER THAN THEY VE BEEN SINCE THE
@ GREAT DEPRESS ION.
BAUCUS PROPOSALS
"BUILD MONTANA WILL NOT BE EFFECTIVE UNLESS INTEREST RATES
ARE LOW- IT S AS SIMPLE AS THAT. -
FO-R THAT REASON, I AM ADVOCATING FIVE BASIC STEPS. THEY
ARE:
O WE MUST REDUCE THE FEDERAL-DEFICIT. WE NEED A PLAN OF
STEADY, LONG-TERM AND REALISTIC CUTS IN THE FEDERAL DEFICIT.
I AM PROPOSING AN ALTERNATIVE TO THE CURRENT BUDGET THAT
WOULD CUT $20 BILLION A YEAR FROM THE FEDERAL DEFICIT. THAT
WOULD SEND A SIGNAL TO BUSINESS THAT CONGRESS IS REGAINING
CONTROL OVER THE BUDGET. THAT WOULD BE PROOF THAT DEFICITS WERE
HEADING IN THE RIGHT DIRECTION.
O WE NEED TO REQUIRE A BALANCED BUDGET. ONCE AGAIN, I AM
INTRODUCING LEGISLATION TO MAKE IT EASIER TO BALANCE THE FEDERAL
BUDGET- MY BILL WOULD PERMIT CONGRESS AND THE ADMINISTRATION TO
OPERATE IN THE RED, BUT ONLY AFTER THREE-FIFTHS OF CONGRESS VOTED
TO PERMIT DEFICIT SPENDING-
0 CONGRESS ALSO HAS TO GET TOUGH WITH THE FEDERAL RESERVE.
REDUCING THE DEFICIT IS HELPFUL. BUT IT IS NOT ENOUGH TO GET
INTEREST RATES LOWER.
CHAIRMAN VOLCKER'S TERM EXPIRES THIS SUMMER. THIS PROVIDES
AN OPPORTUNITY FOR THE SENATE FINANCE COMMITTEE TO PUT PRESSURE
ON HIM AND THE FEDERAL RESERVE TO LOWER INTEREST RATES. I SERVE
ON THE FINANCE COMMITTEE AND LOOK FORWARD TO THAT OPPORTUNITY-
O WE ALSO MUST REFORM THE FED. I SUPPORT A BILL THAT WOULD
REQUIRE THE FED TO SET A GOAL OF KEEPING INTEREST RATES NO HIGHER
THAN 3 PERCENT ABOVE THE INFLATION RATE.
THERE WOULD BE AN ESCAPE CLAUSE IN CASE ECONOMIC
CIRCUMSTANCES CHANGE, BUT I WANT TO MAKE SURE INTEREST RATES ARE.
NOT USED AGAIN TO SOLVE ALL OUR ECONOMIC PROBLEMS-
INTEREST RATE POLICIES SHOULD BE COORDINATED WITH THE
ECONOMIC GOALS SET BY CONGRESS AND THE PRESIDENT. NO ONE
BENEFITS IF THE FED IS OPERATING LIKE A TOTALLY INDEPENDENT
AGENCY-
REDUCING FEDERAL DEFICITS
IT'S EASY TO TALK ABOUT CUTTING FEDERAL BUDGET DEFICITS.
GETTING IT DONE IS ANOTHER STORY.
HERE'S HOW I PROPOSE TO DO THAT:
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o THE SOCIAL SECURITY REFORM-PACKAGE PASSED LAST WEEK BY
CONGRESS WILL CUT THE DEFICIT ABOUT $11 BILLION A YEAR FOR THE
NEXT FIVE YEARS.
O I SUPPORT INCREASED MILITARY SPENDING. WE NEED TO
MAINTAIN AND STRENGTHEN OUR NATIONAL DEFENSE. BUT I BELIEVE WE
CAN DO THAT BY ONLY INCREASING THE DEFENSE BUDGET BY 4 PERCENT --
AFTER INFLATION -- EACH YEAR.
CONGRESS ALSO MUST DO A BETTER JOB OF CUTTING THE FAT AND
WASTE FROM THE DEFENSE BUDGET. THESE TWO STEPS WOULD CUT THE
DEFICIT $16 BILLION A YEAR OVER THE NEXT FIVE YEARS.
O IT'S POPULAR THESE DAYS IN WASHINGTON TO TALK ABOUT
ELIMINATING THE THIRD YEAR OF THE TAX CUT. BUT I BELIEVE THAT
WOULD BE SHORTSIGHTED.
THE THIRD YEAR OF THE TAX CUT IS MOST BENEFICIAL TO MIDDLE
INCOME TAX PAYERS. INSTEAD, I PROPOSE THAT WE CAP THE BENEFITS
FROM THE THIRD YEAR.
I AM PROPOSING THAT WE LIMIT THE TAX CUT To $700. COUPLES
EARNING $35,000 OR LESS WOULD RECEIVE THE FULL 10 PERCENT. ABOVE
$35,000 THE TAX CUT WOULD DECREASE- THIS PROPOSAL WOULD REDUCE
THE DEFICIT ABOUT $7 BILLION A YEAR.
0 I ALSO SUPPORT DELAYING TAX INDEXING UNTIL THE BUDGET
DEFICITS FALL BELOW $100 BILLION. INDEXING IS GOOD TAX POLICY.
I
I'A
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IT FORCES CONGRESS TO MAKE PUBLIC DECISIONS ABOUT TAXES.
AND, MOST IMPORTANT, TAX -INDEXING BENEFITS LOW AND MIDDLE
INCOME TAXPAYERS.-
.~~~~~~~~~~~~~~~~~~
BUT I HOPE WE VE LEARNED THE LESSON THAT NEW TAX POLICIES
DON T MAKE SENSE IF THERE ISN'T MONEY TO AFFORD THEM. IF WE
DELAY INDEXING UNTIL THE DEFICIT FALLS BELOW $100 BILLION, $18
BILLION WOULD BE SAVED EACH YEAR FOR THE NEXT FIVE YEARS.
o FINALLY, DESPITE ALL THAT HAS BEEN DONE IN THE PAST, THE
TAX CODE IS STILL RIDDLED WITH LOOPHOLES- A MODEST PROGRAM OF
LOOPHOLE CLOSING WOULD REDUCE THE DEFICIT BY ABOUT $6 BILLION A
YEAR.
RESULT OF BAUCUS PROPOSALS
THIS ISN'T THE ONLY WAY TO TRIM FEDERAL DEFICITS. BUT, I
BELIEVE THIS LIST IS CONSTRUCTIVE. THIS LIST WOULD CUT THE
DEFICIT BY $20 BILLION A YEAR IN 1984, $36 BILLION IN 1985, AND
$56 BILLION IN 1986.
SUCH A DEFICIT REDUCTION PROGRAM WOULD SEND A CLEAR SIGNAL
TO AMERICAN BUSINESS THAT CONGRESS IS SERIOUS ABOUT REGAINING
CONTROL OVER FEDERAL SPENDING.
AND, SUCH A DEFICIT REDUCTION PROGRAM WOULD EASE THE CREDIT
CRUNCH THAT IS KEEPING INTEREST RATES TOO HIGH.
1 -* X
OUR ATTACK ON HIGH INTEREST RATES SHOULD BE COUPLED WITH
FOUR OTHER COMPONENTS OF ECONOMIC REVITALIZATION THAT I THINK ARE
IMPORTANT. THEY WOULD:
O INCREASE THE AMOUNT OF INVESTMENT MONEY AVAILABLE TO SMALL
BUSINESS;
O INCREASE THE OPPORTUNITIES TO EXPORT MONTANA'S FARM
PRODUCTS AND TIMBER;
O ELIMINATE FEDERAL POLICIES THAT PUT A DAMPER ON ECONOMIC
RECOVERY AND THE FARM ECONOMY AND TIMBER INDUSTRY; AND,
O EMPHASIZE TRAINING AND RETRAINING AMERICAN WORKERS.
I WILL OUTLINE SPECIFIC PROPOSALS OVER THE NEXT FEW MONTHS
IN EACH OF THESE AREAS.
CONCLUSION
IT WOULD BE NICE IF WE MONTANANS DIDN'T HAVE TO WORRY ABOUT
PROBLEMS LIKE STAGGERING BUDGET DEFICITS. BUT WE DO.
AS THE YOUNG CHILD IN OUR TOWN LEARNED, WE ARE PART OF A
LARGER WORLD. UNFORTUNATELY, MONTANA IS NOT AN ISLAND.
WHAT GOES ON IN WASHINGTON, ON WALL STREET AND IN CAPITOLS
AROUND THE WORLD ALSO AFFECTS US.
WE AS MONTANANS CANNOT AFFORD TO IGNORE THESE POLICIES-
RATHER, WE MUST HELP SHAPE THEM. THAT IS A GREAT CHALLENGE AND I
LOOK FORWARD TO OUR WORKING TOGETHER TO MEET IT-
